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FOREWORD 


The reports on Sino-Soviet Bloc economic activities in underdeve - 
loped areas in the EIC-R14 series provide periodic summaries and an- 
alytical interpretations of significant developments in the economic 
relations of Bloc countries with underdeveloped countries of the Free 
World. These developments are reported on a current, factual basis 
in the Biweekly Reports in the HIC-WGR-l series, under the same titie. 


This report, covering the 6 months from 1 July through 31 Decemter 
1962, constitutes the fourteenth periodic supplement to EIC-R14, the 
background report on Sino-Soviet Bloc Postwar Economic Activities ir 
Underdeveloped Areas, 8 August 1956, SECRET. The present supplement 
relates noteworthy noneconomic activities, including military aid, io 
the economic operations of the Bloc in underdeveloped countries in 
order to place the economic aspects in the perspective of the over-ell 
programs of the Bloc in these countries. This report was prepared ty 
a Working Group of the Economie Intelligence Committee, including repe- 
resentatives of the Departments of State, the Army, the Navy, the Air 
Foree, Commerce, and Agriculture; the Agency for International Develop- 
ment; the Office of the Secretary of Defense; the National Security 
Agency; and the Central Intelligence Agency. It was approved by the 
Economic Intelligence Committee on 12 February 1963. 


For the purposes of this report, the term underdeveloped areas in- 
cludes the following countries of the Free World: (1) all independe nt 
countries in Latin America; (2) all countries in the Middle East, ir- 
cluding Cyprus, Greece, the Syrian Arab Republic, Turkey, and the United 
Arab Republic (Egypt); (3) all countries in Africa except the Republic 
of South Africa; (4) all countries in South and Southeast Asia; and 
(5) Iceland, Portugal, Spain, and Yugoslavia. 


- iii = 
S-E-C-R-E-T 


Approved For Release 2006/02/07 : CIA-RDP92B01090R000400010015-7 


Approved For Release 2006/02/07 : CIA-RDP92B01090R000400010015-7 


S-E-C-R-E-T 
CONTENTS 
Summary .. 2... 6 reer . . . ‘ 1 
- V -_ 
S-E-C-R-E-T 


Approved For Release 2006/02/07 : CIA-RDP92B01090R000400010015-7 


29X1 


25X1 Approved For Release 2006/02/07 : CIA-RDP92B01090R000400010015-7 


Next 3 Page(s) In Document Exempt 


Approved For Release 2006/02/07 : CIA-RDP92B01090R000400010015-7 


Approved For Release 2006/02/07 : CIA-RDP92B01090R000400010015-7 
S-EH-C-R-E-T 


SINO-SOVIET BLOC ECONOMIC ACTIVITIES IN UNDERDEVELOPED AREAS 
L JULY - 31 DECEMBER 1962 


Summary* 


Current Trends 


The decline in new Bloc economic aid extensions to underdeveloped 
countries since late 1961, particularly evident in the case of the USSR, 
continued into the second half of 1962. New credit extensions by Bloc 
countries during the latter period amounted to only $210 million, bring- 
ing the total for the year to $520 million, roughly half the annual ex- 
tensions in 1960 and 1961 and the lowest annual commitment sinee 1957. 
By the end of 1962, Bloc economic assistance commitments totaled $5.1 
billion. Only 27 percent, or #1.4 billion, of this amount thus far has 
been drawn. Drawings, which were relatively small during the early 
years of the program, have risen rapidly in recent years and amounted 
to a peak of almost $400 million in 1962. 


It is not possible to state with confidence the extent to which the 
reduction in new aid commitments is the result of (1) a decision by the- 
USSR to lighten the burden of its own aid program in view of domestic 
economic difficulties and of the substantial backlog of unfulfilled 
commitments, (2) the adoption of a more selective approach, and/or 
(3) dwindling opportunities in newly emergent countries for agreements 
of the kind the USSR wishes to enter into. In this context it might 
be noted that the Soviet leadership has denied that there was any “eut- 
pack" in its own aid program, pointing particularly to the increased 
expenditures represented by drawings under previous aid commitments. 


For the immediate future the over-all Bloc economic assistance 
effort can be expected to continue at least at its present magnitude 
of about a half-billion dollars per year. If competing internal Bloc 
economic demands and political pressures make more imperative an effort 
to achieve maximum influence with minimum expenditure of tight invest-~ 
ment goods, then devices other than project aid for economic develot- 
ment -- technical assistance, academic training, and military assistance 
programs -- can be expected to assume greater prominence. Over the 
longer run, Bloc aid may be expected to vary in accordance with the 
opportunities that arise, with the resources available, and -- perhaps 
most important -- with the evolving strategy of the Bloc with respect 
to underdeveloped countries. 


* See the chart, Figure 1, following p. le. 
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Economic and Military Aid 


The value of new economic credits furnished by the Bloc in the 
second half of 1962 declined by almost one-third from the previous 
6-month period. The European Satellites accounted for the major share 
of new Bloc aid for the first time since mid-1957, with a record level 
of almost $180 million of new credit extensions. The value of new aid 
extended by the USSR dropped precipitously, to $26 million. More than 
4O percent of the economic aid extended by the Bloc in the second half 
of 1962 went to the traditionally large aid recipients -- Cuba, India, 
and the United Arab Republic (UAR). The addition of Algeria and Laos 
brought the total number of countries receiving Bloc economic assist- 
ance to 31. 


During the second half of 1962 the USSR concluded new military aid 
agreements with India and possibly Yugoslavia and Yemen, bringing mini-~ 
mum total Bloc military aid extensions to underdeveloped countries to 
approximately $2.9 billion. Deliveries of military equipment to Cuba,* 
Ghana, Indonesia, Iraq, and the UAR under previous agreements were 
accelerated during the period, raising drawings on Bloc arms aid to at 
least 85 percent of the total known extensions. 


Technical Assistance 


Of the 16,900 Bloc technicians in underdeveloped countries during 
the last half of 1962, 12,000 were economic technicians and 4,900 were 
military personnel. Reflecting the accelerated pace of Bloc military 
aid deliveries in recent years, the number of Bloc military technicians 
almost doubled during the period under review compared with an increase 
of only 25 percent in Bloc economic technicians. More than half the 
number of Bloc military personnel were located in Cuba and Indonesia, 
and almost three-fourths of the Bloc economic technicians were concen- 
trated in the six countries of Cuba, India, Iraq, the UAR, Guinea, and 
Afghanistan. 


During the last 6 months of 1962, about 8,050 nationals from under- 
developed countries enrolled in training programs in the Bloc -- the 
largest such increase since the inception of the program. Approximately 
6,750 initiated academic and technical training, and almost 1,300 en- 
rolled in Bloc military training programs. Reflecting the pattern of 
recent years, Indonesia and Cuba supplied most of the military trainees, 
Cuba and the UAR the bulk of the technical trainees, and Africa the 
largest share of academic trainees. 


* This report includes a preliminary estimate of Bloc military aid 
activities in Cuba. 
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Trade 


Sino-Soviet Bloc trade turnover with underdeveloped countries during 
the first 6 months of 1962 reflected a trend evident since 1960 -- namely 
& rapid acceleration of Bloc trade with Cuba and a more moderate increase 
in aggregate trade with all other underdeveloped countries. The 27- 
percent increase in Bloc trade with underdeveloped countries in 1963 
over 1960 was small in comparison with the quadrupling of Bloc trade wit 
Cuba during the same period. Similarly, during the first half of 1662, 
Bloe trade with all underdeveloped countries, including Cuba, increased 
about 18 percent, rising to almost $1.9 billion, whereas Bloc trade with 
Cuba alone increased almost 60 percent. 


As a result of the increase in Bloc-Cuban trade, Bloe trade with Lati-: 
America in the first half of 1962 increased about 43 percent compared wit: 
the first half of 1961. Elsewhere in Latin America, trade remained rela- 
tively stable with the exception of a moderate increase in Bloc-Brazilian 
trade. Bloc trade with both Asia and Africa showed increases af 12 and 
25> percent, respectively, whereas trade with the Middle Fast declined 
slightly, reflecting a decrease in Bloc trade with the UAR. Trade with 
the underdeveloped countries of Europe remained relatively Stable, al-~ 
though Bloc-Yugoslav trade declined about 4 percnt. 


The year 1961 brought some variations from former patterns in ths 
commodity composition of Bloe trade with underdeveloped countries, 
Largely because of a sizable increase of Cuban Sugar imports, Bloc 
imports of food products from underdeveloped countries doubled over 
the previous year and accounted for more than two-fifths of all Bloc 
imports from underdeveloped countries. Imports of cacao declined in 
1961, reflecting primarily @ sharp decrease in Bloc imports of Ghanaian 
cacao. Bloc imports of coffee continued to increase. The large pre - 
portion of crude materials in total Bloc imports, more than 40 percent, 
continued to be dominated by rubber and cotton, 


Among Bloc exports to underdeveloped countries, the share represented! 
by machinery and transport equipment continued to increase, accounting 
for almost one-fourth of all Bloc exports in 1961. Manufactured goo:is 
remained the second most important category of Bloc exports to underie- 
veloped countries -- about 29 percent -- although their share in Bloc 
exports declined from 41 to 29 percent compared with the previous yeur. 
Petroleum and petroleum products continued to comprise an important part 
of Bloc exports, with Soviet exports of these products accounting fo 
about 15 percent of the total Soviet exports to underdeveloped countries, 


Latin America 


During the latter half of 1962, Bloc economic activities in Latir 
America were concentrated largely on two different fronts. In Cuba 
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the USSR was interested in improving that country's economic situation 
in support of its roles as a Communist outpost in the Western Hemisphere 
and, for a time, as a Soviet military base. Elsewhere in Latin America 
the USSR emphasized a more normal development of economic relations by 
expanding trade and by granting development aid credits, particularly in 
Brazil. 


The major Soviet effort in Cuba during the period was directed toward 
a substantial military buildup. It is believed that, at the height of 
this buildup, 22,000 or more Soviet military were in Cuba. Only a few 
thousand of these personnel departed when the weapons and equipment 
associated with the offensive missiles systems and the 11-28 jet bombers 
were removed. 


It is not yet possible to determine whet effect the missile crisis 
has had on the attitudes of the Cubans themselves regarding long-term 
relations with the Bloc. Castro suffered a serious personal affront, 
first by being made to appear a tool of Soviet militarism in consenting 
to the dangerous move into Cuba and then by being excluded from the 
high-level East-West negotiations that vitally affected Cuba's future 
and that finally resulted in the withdrawal of the very weapons for 
which he had compromised his independence. Castro may react by adopt- 
ing a more independent political posture in regard to the USSR and 
attempting to recapture leadership of the revolutionary left within 
this hemisphere, much of which was estranged by his apparent subservi- 
ence to Moscow, 


Nevertheless, there is little that Castro can do to achieve eco- 
nomic independence from the Bloc, however much he may desire to reassert 
himself. With its growing import needs and its steadily declining ex- 
port capacity, Cuba is falling increasingly into debt in its trade with 
the Bloc. During 1962 its imports from the Bloe exceeded its exports 
by avout $225 million. Bloc willingness to countenance this trade 
imbalance constituted its most important form of aid to Cuba, amounting 
to an ad hoe balance-of-payments loan. Next in terms of importance to 
the operation of the Cuban economy was the substantial number of Bloc 
technicians who were made available to Cuba to fill the gap left by the 
outflow of skilled technicians and managerial personnel alienated by 
the regime. 


Soviet plans apparently envisage Cuba's increasing its capacity to 
feed itself and provide its own most basic necessities rather than 
pressing ahead rapidly toward industrialization. Thus such projects 
as a new fishing port and training programs to develop Cuba's fishing 
industry and longer range irrigation and power projects appear to have 
been receiving emphasis. 
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In Brazil, chronic weaknesses in the export sector of the econoyy, 
financial difficulties with Western lenders, and skyrocketing inflanion 
prompted a new look at the possibilities of expanding economic relationr 
with the Bloc on the part of both the left-leaning Goulart governmerit 
and the members of the business community. Brazil has just about e:- 
hausted its credit in Western financial quarters and, as a resuit, 7s 
particularly susceptible to Bloc offers of credit and barter excham:e on 
goods. 


A $70 million credit agreement signed with Poland represented ar 
important innovation in Brazil's economic relations with the Bloc. Al- 
most half the value of the credit was allocated for the construction of 
@ 200, 000-kilowatt (kw) thermal electric powerplant and for the purrhase 
of 50,000 tons of railroad rails. Talks were underway concerning u*iline- 
tion of the balance, possibly for an aluminum refinery and a helicopter 
assembly plant. It also was rumored that Brazil was close to an agree- 
ment with the USSR for the construction of a $1 billion hydroelectric 
project in the south and for a large-scale industrialization prograni in 
the depressed Northeast. 


The Brazilian Government has itself taken a series of moves desi gneé 
to foster an expansion in Brazil-Bloc trade. At the top of the List. 
was a campaign to secure ratification of the numerous trade treatier 
signed early in 1961 with most Bloc countries. The government also was 
exploring the possibility of obtaining a multilateral payments clearing 
arrangement with Bloc countries such as was granted to Cuba so that 
credits to Brazil with the account of one Bloc country might be used to 
pay debts owed to another. Finally, negotiations were in progress at 
the year's end with the USSR on a broad new trade and payments agreement 
to replace the agreement which expired in December. 


Bloc activity in Bolivia continued to be spearheaded by Czechoslo- 
vakia, Although a contract with Czechoslovakia for an antimony smelter 
was again stalled, the Czechoslovaks were pressing for acceptance of an 
even more attractive proposal that involved free technical assistance 
in developing Bolivia's sources of hydroelectric energy. Included in 
the offer were the preparation of an over-all plan for a power system, 
preparatory studies and surveys, the preparation of final engineering 
plans, and the establishment of a technical training center. Bolivia 
was not receptive to this offer, and no official action was taken, 


After more than 2 years of negotiations, Chile finally signed a 
contract to sell a small amount of copper to the USSR. Several sales 
by both government and private enterprises in Chile raised the ‘otal 
value of copper sales to the Bloc during the period to more than 
$3 million. Weakening foreign trade prospects in markets of the Free 
World also stimulated Chilean interest in bilateral barter exchanges 
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with the Bloc. A barter deal was concluded with Poland of 2 million 
Liters of Chilean wine and 5,000 tons of fishmeal in exchange for 
1,500 tons of Polish butter. 


Middle East 


The last half of 1962 witnessed the continued consolidation of 
Soviet Bloc positions in the Middle East and was highlighted by further 
deliveries of military aid, exploitation of the revolt in Yemen, and 
renewed attention to the Aswan High Dam project. In the Syrian Arab 
Republic, however, a reported Soviet offer to construct a dam on the 
Euphrates River was countered during the first few days of 1963 by an 
announcement that the West German Government had agreed to provide 
the financing end that France also may participate. 


Before the recent revolt in Irag, Bloc influence and possibilities 
for further gains were stronger in that country than in any other area 
of the Middle Fast. In Baghdad the Soviet Embassy maintained constant 
contact with Kassem's government and armed forces. Iraq sided with 
the USSR on all important international issues, and the USSR continued 
its support for Iraq's claim to Kuwait. Important deliveries of Soviet 
Bloc military equipment continued, bringing the total value of all such 
equipment delivered to Iraq since 1958 to $340 million. Implementation 
of the 1959 economic aid agreement also was accelerated, and during the 
latter part of the year Kassem dedicated a number of new factories which 
had been built under Soviet aid. 


In the UAR, Nasser continued to maintain a balanced course between 
East and West, and there was a slight shift toward more friendly rela- 
tions with the United States. This shift stemmed from early US recog- 
nition of the republican government in Yemen and the need for types of 
economic aid not available from the Soviet Bloc. Soviet military aid 
continued to be substantial, and deliveries of equipment increased 
sharply. The major Bloc activity continued to be work on the Aswan 
High Dam. Increased concern that work was falling behind schedule re- 
sulted in vigorous efforts to speed up construction, including the 
replacement of both the Soviet and the UAR directors, the employment 
of some Western equipment as a result of Egyptian dissatisfaction with 
some of that furnished by the USSR, and a great increase in the number 
of Egyptian and Soviet personnel assigned to the project. The UAR also 
received small credits from Hungary and Poland during October. 


Although the Bloc continued to maintain its presence in the Syrian 
Arab Republic through slow progress on various projects, the announce- 
ment during the first few days of 1963 that construction of the Euphrates 
Dem would be financed by West Germany and possibly France constituted a 
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setback. Politically and militarily the Bloc made some progress. iro- 
Communist and anti-Western elements which previously had been firmly 
suppressed by Nasser became increasingly vocal during 1962. Deliveries 
of military equipment and the establishment of military trainine pregrans 
were accelerated, Arms deliveries during the period under review ir- 
eluded T-54 tanks, artillery, and large quantities of small arms ané 
ammunition, It appeared that several advanced items contracted for in 
the military agreement concluded early in 1962 (for example, Tu-16 
bombers and MIG-2l1 fighters) probably would be delivered during 1963. 


The fall of the imamate in September created a climate in Yemen ‘that 
offers the Bloc both prospects and problems in its drive to expand Com- 
munist influence on the Arabian Peninsula. Before the end of the imamats. 
both the USSR and Communist China reduced the tempo of their aid programs 
in Yemen, apparently deciding to wait for more propitious conditions be- 
fore attempting the next advance. Both countries quickly recognized and 
supported the new Yemen Arab Republic, and although details on renewed 
Soviet aid to Yemen were not available, assistance was being providei 
or was under consideration for five projects, Reportedly the USSR also 
concluded a military aid agreement with Yemen about which few details 
are known. The commercial position of the USSR in Yemen, including its 
virtual monopoly as a supplier of certain products such as petroleum, 
continued to be important. 


Elsewhere in the Middle East, Soviet Bloc economic activity was vela- 
tively limited. Greece continued to be heavily dependent on Bloc macket3 
for its agricultural exports. Soviet relations with Iran improved mirk- 
edly following an Iranian announcement that no foreign missile bases wouii: 
be permitted on Iranian territory. Cultural and educational exchanges 
between Iran and the USSR increased in number, and several general Sovie. 
offers of economic assistance were followed by reports that the Iranian 
Government was willing to discuss Iranian-Soviet collaboration in power 
and irrigation development, a Soviet offer to build grain silos, and an 
increase in trade. Bloe economic relations with Turkey remained reln- 
tively unchanged during the last 6 months of 1962 although a Soviet- 
assisted glass factory was finally completed in October. 


Africa 

Bloe activities in Africa continued to increase in the last half of 
1962, with major attention focused on new diplomatic, cultural, trad::, 
scientific, and technical cooperation agreements. Especially noteworthy 
in this connection were such agreements reached with Nigeria, Tengam,ika, 
and the UAM* states. In the southern third of Africa, there has beer an 


* See the footnote on p. 56, below. 
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inerease in Bloc efforts to stimulate and support nationalist forces 

to open opportunities for penetration. Particularly important in this 
context has been the establishment of a Bloc diplomatic presence (but, 
interestingly enough, no economic aid presence ) in the Tanganyikan 
capital, Dar-es-Salaam, which is a major point of contact with southern 
African nationalist groups and a transit point for African students 
going to the Bloc. New aid commitments, on the other hand, were mini- 
mal during the period. 


The number of Bloc economic technicians employed in Africa increased 
by about 600 during the last half of 1962 (40 percent accounted for by 
newly independent Algeria), and the number of African students in the 
Bloc increased by almost 80 percent. Also notable has been an increase 
in Chinese Communist economic and cultural activity in poth East and 
West Africa. There was a significant development of shipping services 
to Africa and a partly successful effort to expand civil air routes. 
Shipping services from Bloc Baltic ports to West Africa increased, and 
Polish and East German lines began regularly scheduled service to a num- 
per of East and South African ports. 


In spite of the initial advantage gained as a result of support 
for Algerian nationalism during the independence struggle, the Bloc 
did not move rapidly to consolidate its position of influence. Much 
of the circumspection manifested by the Bloc may have been induced by 
the confusion resulting from the struggle for power among the Algerian 
nationalist leaders. Several Bloc countries, however, have established 
diplomatic relations and made offers of economic assistance. Recogniz- 
ing the important role of the military in the country, the Bloc can be 
expected to exploit opportunities through military assistance. 


The close of 1962 saw a continued high level of Soviet Bloc eco- 
nomic activity in Ghana, in spite of occasional friction in day-to- 
day relations. Studies and surveys for a number of Bloc projects were 
either completed or initiated during the last 6 months. Although a 
shipment of Soviet arms, the first reported since the spring of 1961, 
arrived late in December, Ghanaian military leaders continue to be re- 
luctant to accept large-scale Bloc military assistance. Nkrumah's 
decision to establish a permanent trade mission in East Berlin may 
have the important consequence of setting a precedent for other African 
countries. 


The Level of Bloc activity and influence in Guinea has remained 
static since early 1962, reflecting in part Guinean efforts to bring 
its relations with the East and West into better balance. The Guinean 
rapprochement with France is well advanced, substantially increased 
Western aid is on the way, and Western private capital again indicates 
interest in investments in Guinea. 
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There were no major developments in Mali's economic relations with 
the Bloc. No new credits were extended, and the Bloc has shown no will- 
ingness to help Mali overcome its short-term financial difficulties. If 
France accedes to Mali's request to back its currency and to service its 
foreign exchange needs, Bloc penetration of the economy will be consider- 
ably less effective. 


Poland extended to Morocco a credit of $12 million to finance imoort.; 
of capital equipment and made further progress in the construction of a 
sugar beet refinery. The USSR continued shipments of arms and military 
equipment and exerted pressure on the Moroccan Government to allow i: to 
construct a shipyard at Tangier. 


The USSR moved steadily ahead with its economic aid program in the 
Somali Republic and took the first steps involving military activities 
when it accepted 20 pilots and 30 maintenance personnel from the Somili 
Republic for training in the USSR. Implementation of Bloc credits his 
been confined largely to the final planning of projects; actual work 
is expected to begin on a number of undertakings in 1963. 


Sudan's relations with Bloc countries did not change significant:y 
during the period under review, but recent political and economic de- 
velopments in the country may provide the Bloc with increased opportuni- 
ties. Initial Sudanese inquiries for Western aid for the new 10-yea: 
economic development plan met with a less than enthusiastic response: 
if such aid is not forthcoming, the Sudanese may turn increasingly to 
the Bloc, 


During the second half of 1962, there was a serious prospect of 
Soviet military assistance for the Republic of the Congo. Predicate 
on the withdrawal of the UN, the USSR reportedly was prepared tc supply 
military support sufficient to end Katanga's secession. The suceess‘‘ul 
UN military action in Katanga foreclosed this opening for the USSR, but 
future opportunities for Soviet penetration are likely to develop, ai 
the problems of internal security and economie development can te ex. 
pected to be chronic. 


Asia 


During the last 6 months of 1962 the Bloc continued to make important! 
gains in Afghanistan and India, and there were increased possibilities 
of expanding its influence in Ceylon and Laos. 


No new Bloc credits were extended to Afghanistan, but the Soviet 
position improved because of continued activity on numerous economic aid 
projects, an extensive military aid and training program, and strong 
political support to the Afghans in the conflict with Pakistan. The 
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USSR did not hesitate to exploit Afghanistan's need for an export market 
by paying lower prices for Afghanistan's agricultural products and by 
pressuring for settlement of trade and aid accounts in hard currency 
earning exports, such as rugs and karakul. Soviet projects in oil ex- 
ploration and industry development, the construction of grain silos, and 
improvements in the city of Kabul continued on schedule, New trade pro- 
tocols were concluded with Poland and Czechoslovakia, and the continued 
influx of Soviet consumer goods insured the availability of local cur- 
rency to implement the Soviet aid program. 


The Sino-Indian border dispute in October 1962 did not noticeably 
affect Moscow's economic relations with India. In fact, following Soviet 
assurances of continued economic ties with India late in 1962, it appeared 
that the scope of Soviet economic involvement in India would increase. A 
protocol was signed to expand shipping between Soviet and Indian ports; 
by reciprocal arrangement, new consulates were established at Madras and 
Odessa; there were indications that Soviet-Indian cultural relations would 
continue to expand in 1963; and delivery of the MIG~-21 aircraft that had 
been previously ordered by India from the USSR was assured, as were the 
facilities to manufacture them in India. The USSR continued to implement 
projects under old credit extensions, primarily in the fields of oil, 
steel, heavy machinery, and electric power. Expansion of the annual 
capacity of the Bhilai steel plant from 1 million to 2.5 million tons of 
steel ingots was initiated, and the Neyveli thermal electric power sta- 
tion in Madras State was inaugurated in August. Poland extended the 
only new Bloc credit during the period, $32.5 million for the develop- 
ment of the coal industry. Indian trade with the Soviet Bloc increased 
sharply during 1962, but trade with Communist China declined to negli- 
gible proportions. 


Settlement of the West Irian dispute with the Dutch in August 1962 
was a setback to the objectives of the USSR in Indonesia. In December, 
there were an estimated 1,560 Bloc personnel in Indonesia; 75 percent 
of the promised Soviet Bloc military equipment had been delivered; and 
the total Indonesian indebtedness to the Bloc was $825 million, of 
which more than $750 million was for military aid. With the threat of 
war over, the Indonesian Government turned to the West for food, raw 
materials, and spare parts and tried to persuade Moscow to defer and 
reschedule its debt repayment for arms. As the year ended, Indonesia 
was preparing to receive a Soviet economic delegation to discuss possi- 
bilities for rescheduling Indonesian payments over a period of 25 years. 
In the negotiation, Indonesia will be subjected to Soviet pressure for 
special political advantages for the Indonesian Communist Party and for 
an increase in trade with the Soviet Bloc, which had already increased 
in 1962. Work on a number of Bloc projects continued during the period. 
The Asian Games Stadium and a subcritical nuclear assembly for Gadjah 
Mada University were completed in the fall. 
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The Sino-Indian border conflict had reverberations in the Bloc's r>- 
lations with two other Asian countries, Nepal and Pakistan. In Nepal, 
Communist China's aggression had a sobering effect on Nepalese officials 
and resulted in restrictions on Sino-Soviet cultural and propaganda 
activities in Nepal. During the review period the Bloc made moderate 
progress on five of its six projects in Nepal, however, and supplied 
some light aircraft and communications equipment. A special trading 
corporation to market Bloc goods and thus raise local currency to finaice 
Bloe projects also was established. 


Both Moscow and Peiping moved quickly to exploit Pakistan's extreme 
sensitivity to US and British arms aid to India and also to support 
domestic political opposition to SEATO and CENTO, Conditions apveared 
favorable at the end of the year for tnereased Pakistani trade with both 
Communist China and the USSR. Factors favorable to expanded cultural 
and propaganda activities also existed, and there was a possibility of 
increased Soviet aid for oil exploration. 


A series of internal developments in Ceylon, centering mainly arouad 
political and economic instability, made conditions favorable for a fuc- 
ther expansion of Bloc economic ties with that country. During the last 
6 months of 1962, Ceylon extended its aid agreements with the USSR and 
Communist China for a further period of 5 years and made a rubber-rice 
payments agreement with Communist China. Ceylon's desire to continue 
to receive cheap rice under the rubber-rice deal was primarily respon- 
sible for the country's failure to give any official support to India 
in its conflict with Communist China. Slow but steady progress wes 
made on a number of Bloc projects. Trade increased substantially, 
chiefly because of deliveries of Soviet petroleum products, Chinese 
purchases of rubber, and deliveries of Chinese rice, During the rirst 
8 months of 1962, Ceylonese imports from and exports to the Bloc each 
increased about 40 percent in comparison with the comparable pericd in 


1961. 


Burma continued its neutralist policy during the last 6 months of 
1962, but its relations with Feiping remained close. A Soviet credit 
for an irrigation dam was extended in August. An agreement for the 
purchase on credit of 1,000 tractors from Czechoslovakia was signed, 
and Rumania extended an undetermined amount of aid for the recentiv 
nationalized Burmese petroleum industry. 


The de facto cease-fire in Laos transferred the East-West conflict 
to the political and economic sphere, and there were indications that 
the Bloc would use aid to influence the new Laotian Government. As of 
December 1962, Soviet aid included aircraft and aircraft technicians, 
$3.9 million obligated for a dam, and an agreement to provide a hospitel 
and a radio station. Peiping also extended $4 million for various 
projects. 
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There was relatively little Bloc activity in Cambodia during the 
period. Progress continued on the construction of a Soviet -built 


technological institute, but several Chinese Communist projects proved 
to be highly uneconomic. 
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SINO-SOVIET BLOC ECONOMIC ACTIVITIES IN UNDERDEVELOPED ARBAS 


1 JULY = 31 DECEMBER 1962 
Summery* 


Current Trends 


The decline in new Bloc economic aid extensions to underdeveloped 
countries since late 1961, particularly evident in the case of the USSR; 
continued into the second half of 1962. New credit extensions by Bloc 
countries during the latter period amounted to only $210 million, bring- 
ing the total for the year to $520 million, roughly half the annual ex- 
tensions in 1960 and 1961 and the lowest annual commitment sinee 1957. 
By the end of 1962, Bloc economic assistance commitments totaled $5.1 
billion. Only 27 percent, or $1.4 billion, of this amount thus far has 
been drawn. Drawings, which were relatively small during the early 
years of the program, have risen rapidly in recent years and amounted 
to a peak of almost $400 million in 1962. 


It is not possible to state with confidence the extent to which the 
reduction in new aid commitments is the result of (1) a decision by the 
USSR to lighten the burden of its own aid program in view of domestic 
economic difficulties and of the substantial backlog of unfulfilled 
commitments, (2) the adoption of 9 more selective approach, and/or 
(3) dwindling opportunities in newly emergent countries for agreements 
of the kind the USSR wishes to enter into. In this context it might 
be noted that the Soviet leadership has denied that there was any “cut- 
back" in its own aid program, pointing particularly to the increased 
expenditures represented by drawings under previous aid commitments. 


For the immediate future the over-all Bloc economic assistance 
effort can be expected to continue at least at its present magnitude 
of about a half-billion dollars per year. If competing internal Ble: 
economic demands and political pressures make more imperative an effort 
to achieve maximum influence with minimum expenditure of tight invest- 
ment goods, then devices other than project aid for economic develor- 
ment -- technical assistance, academic training, and military assistance 
programs -- can be expected to assume greater prominence. Over the 
longer run, Bloc aid may be expected to vary in accordance with the 
opportunities that arise, with the resources available, and -- perhass 
most important -- with the evolving strategy of the Bloc with respect 
to underdeveloped countries. 


* See the summary chart, Figure 1, following p. 12, and the summary 
table, p. 13. 
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Economic and Military Aid 


The value of new economic credits furnished by the Bloc in the 
second half of 1962 declined by almost one-third from the previous 
6-month period. The European Satellites accounted for the major share 
of new Bloc aid for the first time since mid-1957, with a record Level 
of almost $180 million of new credit extensions. The value of new aid 
extended by the USSR dropped precipitously, to $26 million. More than 
4O percent of the economic aid extended by the Bloc in the second half 
of 1962 went to the traditionally large aid recipients -- Cuba, India, 
and the United Arab Republic (UAR). The addition of Algeria and Laos 
brought the total number of countries receiving Bloc economic assist- 
ance to 31. 


During the second half of 1962 the USSR coneluded new military aid 
agreements with India and possibly Yugoslavia and Yemen, bringing mini- 
mum total Bloc military aid extensions to underdeveloped countries to 
approximately $2.9 billion. Deliveries of military equipment to Cuba, * 
Ghana, Indonesia, Iraq, and the UAR under previous agreements were 
accelerated during the period, raising drawings on Bloe arms aid to at 
least 85 percent of the total known extensions. 


Technical Assistance 


Of the 16,900 Bloc technicians in underdeveloped countries during 
the last half of 1962, 12,000 were economic technicians and 4,900 were 
military personnel. Reflecting the accelerated pace of Bloc military 
aid deliveries in recent years, the number of Bloc military technicians 
almost doubled during the period under review compared with an increase 
of only 25 percent in Bloc economic technicians. More than half the 
number of Bloc military personnel were located in Cuba and Indonesia, 
and almost three-fourths of the Bloc economic technicians were concen- 
trated in the six countries of Cuba, India, Traq, the UAR, Guinea, and 
Afghanistan. 


During the last 6 months of 1962, about &,050 nationals from under- 
developed countries enrolled in training programs in the Bloc -~- the 
largest such increase since the inception of the program, Approximately 
6,750 initiated academic and technical training, and almost 1,300 en- 
rolled in Bloc military training programs. Reflecting the pattern of 
recent years, Indonesia and Cuba supplied most of the military trainees, 
Cuba and the UAR the bulk of the technical trainees, and Africa the 
largest share of academic trainees. 


* This report includes a preliminary estimate of Bloc military aid 
activities in Cuba. 
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Trade 


Sino-Soviet Bloc trade turnover with underdeveloped countries curlrs 
the first 6 months of 1962 reflected a trend evident sinee 1960 ~- namel-, 
a rapid acceleration of Bloc trade with Cuba and a more moderate ircrees- 
in aggregate trade with all other underdeveloped countries. The 27 - 
pereent increase in Bloc trade with underdeveloped countries in LIEL 
over 1960 was small in comparison with the quadrupling of Bloc traée wis: 
Cuba during the same period, Similarly, during the first half of 1962, 
Bloe trade with all underdeveloped countries, including Cuba, increased 
about 18 percent, rising to almost $1.9 billion, whereas Rloe “rade wit. 
Cuba alone increased almost. 60 percent. 


As a result of the increase in Bloc-Cuban trade, Bloc trade witn Laz: 
America in the first half of 1962 increased about 43 percent compared wi-+ 
the first half of 1961. [lsewhere in Latin America, trade remained reli. 
tively stable with the exception of a moderate increase in Bloc~-Braziliy 
trade. Bloc trade with both Asia and Africa showed increases of 12 and 
25 percent, respectively, whereas trade with the Middle East declin:d 
slightly, reflecting a decrease in Bloc trade with the UAR. Trade sith 
the underdeveloped countries of Europe remained relatively stable, «1-- 
though Bloc-Yugoslav trade declined about 4 percent. 


The year 1961 brought some variations from former patterns in the 
commodity composition of Rloe trade with underdeveloped countries. 
Largely because of a sizable increase of Cuban sugar imports, bloc 
imports of food products from underdeveloped countries doubled over 
the previous year and accounted for more than two-fifths of ali Blor 
imports from underdeveloped countries. Imports of cacao deelined i: 
1961, reflecting primarily a Sharp decrease in Bloc imports o7 Ghanian 
cacao. Bloc imports of coffee continued to increase. The large pre- 
portion of crude materials in total Bloc imports, more than 40 perce nt, 
continued to be dominated by rubber and cotton. 


Among Bloe exports to underdeveloped countries, the share reprerented 
by machinery and transport equipment continued to increase, accounting 
for almost one-fourth of all Bloc exports in 1961. Manufactured goods - >. 
remained the second most important category of Bloc exports to underde- 
veloped countries -- about 29 percent -- although their share in Bloc 
exports declined from 41 to 29 percent compared with the previous year. 
Petroleum and petroleum products continued to comprise an important sart 
of Bloc exports, with Soviet exports of these products accounting fer 
about 15 percent of the total Sovtet exports to underdeveloped counties 


Latin America 


During the latter half of 1962, Bloc economic activities in Latdii 
America, were concentrated largely on two different fronts. In Cuba 
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the USSR was interested in improving that country's economic situation 
in support of its roles as 4 Communist outpost in the Western Hemisphere 
and, for a time, as a Soviet military base. Elsewhere in Latin America 
the USSR emphasized a more normal development of economic relations by 
expanding trade and by granting development aid credits, particularly in 
Brazil. 


The major Soviet effort in Cuba during the period was directed toward 
a substantial military buildup. It is pelieved that, at the height of 
this buildup, 22,000 or more Soviet military were in Cuba. Only a few 
thousand of these personnel departed when the weapons and equipment 
associated with the offensive missiles systems and the 11-28 jet bombers 
were removed. 


It is not yet possible to determine what effect the missile crisis 
has had on the attitudes of the Cubans themselves regarding long-term 
relations with the Bloc. Castro suffered a serious personal affront, 
first by being made to appear a tool of Soviet militarism in consenting 
to the dangerous move into Cuba and then by being excluded from the 
high-level East-West negotiations that vitally affected Cuba's future 
and that finally resulted in the withdrawal of the very weapons for 
which he had compromised his independence. Castro may react by adopt- 
ing a more independent political posture in regard to the USSR and 
attempting to recapture leadership of the revolutionary left within 
this hemisphere, much of which was estranged by his apparent subservi- 
ence to Moscow. 


Nevertheless, there is Little that Castro can do to achieve eco- 
nomic independence from the Bloc, however much he may desire to reassert 
himself. With its growing import needs and its steadily declining ex- 
port capacity, Cuba is falling increasingly into debt in its trade with 
the Bloc. During 1962 its imports from the Bloc exceeded its exports 
by about $225 million. Bloc willingness to countenance this trade 
imbalance constituted its most important form of aid to Cuba, amounting 
to an ad hoc balance-of-payments loan. Next in terms of importance to 
the operation of the Cuban economy was the substantial number of Bloc 
technicians who were made available to Cuba to fill the gap left by the 
outflow of skilled technicians and managerial. personnel alienated by 
the regime. 


Soviet plans apparently envisage Cuba's increasing its capacity to 
feed itself and provide its own most vasic necessities rather than 
pressing ahead rapidly toward industrialization. Thus such projects 
as a new fishing port and training programs %o develop Cuba's fishing 
industry and longer range irrigation and power projects appear to have 
been receiving emphasis. 
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In Brazil, chronic weaknesses in the export sector of the econony,:.. 
financial difficulties with Western lenders, and skyrocketing infla‘ ion. 
prompted a new look at the possibilities of expanding economic relai.ioner 
with the Bloc on the part of both the left-leaning Goulart government 
and the members of the business community. Brazil has just about ex- 
hausted its credit in Western financial quarters and, as a resuit, is 
particularly susceptible to Bloc offers of credit and barter exchane oF: 
goods. 


A $70 million credit agreement signed with Poland represented ar: 
important innovation in Brazil's economic relations with the Ploc. Al+ | 
most half the value of the credit was allocated for the constructio: of 
a 200,000-kilowatt (kw) thermal electric powerplant and for the purchase 
of 50,000 tons of railroad rails. TYTalks were underway concerning ut-iliba- 
tion of the balance, possibly for an aluminum refinery and a helicopter 
assembly plant. It also was rumored that Brazil was close to an agrees. 
ment with the USSR for the construction of a $1 billion hydroelectric 
project in the south and for a large-scale industrialization program in 
the depressed Northeast. 


The Brazilian Government has itself taken a series of moves desi.gnec.. 
to foster an expansion in Brazil-Bloc trade. At the top of the lis:. 
was a campaign to secure ratification of the numerous trade treaties 
signed early in 1961 with most Bloe countries. The government also was 
exploring the possibility of obtaining a multilateral payments clea? ing 
arrangement with Bloc countries such as was granted to Cuba so that 
credits to Brazil with the account of one Bloc country might be user to 
pay debts owed to another. Finally, negotiations were in progress 1.6 : 
the year's end with the USSR on a broad new trade and payments agreemeni.. 
to replace the agreement which expired in December, 


Bloc activity in Bolivia contimued to be spearheaded by Czechosio- 
vakia. Although a contract with Czechoslovakia for an antimony smej.ter 
was again stalled, the Czechoslovaks were pressing for acceptance oi an. . 
even more attractive proposal that involved free technical assistance 
in developing Bolivia's sources of hydroelectric energy. Inciuded =n 
the offer were the preparation of an over-all plan for a power system, 
preparatory studies and surveys, the preparation of final engineering 
plans, and the establishment of a technical training center. Bolivia 
was not receptive to this offer, and no official action was taken. 


After more than 2 years of negotiations, Chile finally signed a 
contract to sell a small amount of copper to the USSR. Several sal:'s 
by both government and private enterprises in Chile raised the tota.. 
value of copper sales to the Bloc during the period to more than 
#3 million. Weakening foreign trade prospects in markets of the Free 
World also stimulated Chilean interest in bilateral barter exchanges 
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with the Bloc. A barter deal was concluded with Poland of 2 million 
liters of Chilean wine and 5,000 tons of fishmeal in exchange for 
1,500 tons of Polish butter. 


Middle East 


The last half of 1962 witnessed the continued consolidation of 
Soviet Bloc positions in the Middle East and was highlighted by further 
deliveries of military aid, exploitation of the revolt in Yemen, and 
renewed attention to the Aswan High Dam project. In the Syrian Arab 
Republic, however, a reported Soviet offer to construct a dam on the 
Euphrates River was countered during the first few days of 1963 by an 
announcement that the West German Government had agreed to provide 
the financing and that France also may participate. 


Before the recent revolt in Irag, Bloc influence and possibilities 
for further gains were stronger in that country than in any other area 
of the Middle Fast. In Baghdad the Soviet Embassy maintained constant 
contact with Kassem's government and armed forces. Iraq sided with 
the USSR on all important international issues, and the USSR continued 
its support for Iraq's claim to Kuwait. Important deliveries of Soviet 
Bloc military equipment continued, bringing the total value of all such 
equipment delivered to Irag since 1958 to $340 million. Implementation 
of the 1959 economic aid agreement also was accelerated, and during the 
latter part of the year Kassem dedicated a number of new factories which 
had been built under Soviet aid. 


In the UAR, Nesser continued tc maintain a balanced course between 
East and West, and there was a slight shift toward more friendly rela- 
tions with the United States. This shift stemmed from early US recog- 
nition of the republican government in Yemen and the need for types of 
economic aid not available from the Soviet Bloc. Soviet military aid 
continued to be substantial, and deliveries of equipment increased 
sharply. The major Bloc activity continued to be work on the Aswan 
High Dam. Increased concern that work was falling behind schedule re- 
sulted in vigorous efforts to speed up construction, including the 
replacement of both the Soviet and the UAR directors, the employment 
of some Western equipment as a result of Egyptian dissatisfaction with 
some of that furnished by the USSR, and a great increase in the number 
of Egyptian and Soviet personnel assigned to the project. The UAR also 
received small credits from Hungary and Foland during October. 


Although the Bloc continued to maintain its presence in the Syrian 
Arab Republic through slow progress on various projects, the announce- 
ment during the first few days of 1963 that construction of the Euphrates 
Dam would be financed by West Germany and possibly France constituted a 
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setback. Politically and militarily the Bloc made some progress. TIro- 
Communist and anti-Western elements which previously had been firmly 
suppressed by Nasser became increasingly vocal during 1962. ULelivezies 
of military equipment and the establishment of military training prcgrans 
were accelerated. Arms deliveries during the period under review ir- : 
eluded T-54 tanks, artillery, and large quantities of small arms anc 
ammunition. It appeared that several advanced items contracted for in 
the military agreement concluded early in 1962 (for example, Tu-16 
bombers and MIG-21 fighters) probably would be delivered during 1963. 


The fall of the imamate in September created a climate in Yemen that: 
offers the Bloc both prospects and problems in its drive to expand Come 
munist influence on the Arabian Peninsula. Before the end of the iramats 
both the USSR and Communist China reduced the tempo of their 2i4 prcegram: 
in Yemen, apparently deciding to wait for more propitious conditions be-: 
fore attempting the next advance. Both countries quickly recognized and’ 
supported the new Yemen Arab Republic, and although details on renewed 
Soviet aid to Yemen were not available, assistance was being provided 
or was under consideration for five. projects. Reportedly the USSR elso 
concluded a military aid agreement with Yemen about which few detaiis 
are known. The commercial position of the USSR in Yemen, including its 
virtual monopoly as a supplier of certain products such as petroleun, 
continued to be important. 


Elsewhere in the Middle East, Soviet Bloc economic activity was rela- 
tively limited. Greece continued to be heavily dependent on Bloc merkets 
for its agricultural exports. Soviet relations with Iran improved mark- 
edly following an Iranian announcement that no foreign missile bases woul: 
be permitted on Iranian territory. Cultural and educational exchanges 
between Iran and the USSR increased in number, and several general Coviet 
offers of economic assistance were followed by reports that the Iranian 
Government was willing to discuss Iranian-Soviet collaboration in pewer 
and irrigation development, a Soviet offer to build grain silos, and an 
increase in trade. Bloc economic relations with Turkey remained reia- 
tively unchanged during the last 6 months of 1962 although a Soviet- 
assisted glass factory was finally completed in October. 


Africa 


Bloc activities in Africa continued to increase in the last half of 
1962, with major attention focused on new diplomatic, cultural, trade, 
scientific, and technical cooperation agreements. Especially noteworthy 
in this connection were such agreements reached with Nigeria, Tanganyike, 
and the UAM states. In the southern third of Africa, there has been an 
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increase in Bloc efforts to stimulate and support nationalist forces 

to open opportunities for penetration. Particularly important in this 
context has been the establishment of a Bloc diplomatic presence (but, 
interestingly enough, no economic aid presence) in the Tanganyikan 
capital, Dar-es-Salaam, which is a major point of contact with southern 
African nationalist groups and a transit point for African students 
going to the Bloc. New aid commitments, on the other hand, were mini- 
mal during the period. 


The number of Bloc economic technicians employed in Africa increased 
by about 600 during the last half of 1962 (40 percent accounted for by 
newly independent Algeria), and the number of African students in the 
Bloe increased by almost 80 percent. Also notable has been an increase 
in Chinese Communist economic and cultural activity in both East and 
West Africa. There was a significant development of shipping services 
to Africa and a partly successful effort to expand civil air routes. 
Shipping services from Bloc Baltic ports to West Africa increased, and 
Polish and Hast German lines began regularly scheduled service to a num- 
per of Hast and South African ports. 


In spite of the initial advantage gained as a result of support 
for Algerian nationalism during the independence struggle, the Bloc 
did not move rapidly to consolidate its position of influence. Much 
of the circumspection manifested by the Bloc may have been induced by 
the confusion resulting from the struggle for power among the Algerian 
nationalist leaders. Several Bloc countries, however, have established 
diplomatic relations and made offers of economic assistance. Recogniz- 
ing the important role of the military in the country, the Bloc can be 
expected to exploit opportunities through military assistance. 


The close of 1962 saw a continued high level of Soviet Bloc eco- 
nomic activity in Ghana, in spite of occasional friction in day-to- 
day relations. Studies and surveys for a number of Bloc projects were 
either completed or initiated during the last 6 months. Although a 
shipment of Soviet arms, the first reported since the spring of 1961, 
arrived late in December, Ghanaian military leaders continue to be re- 
luctant to accept large-scale Bloc military assistance. Nkrumah's 
decision to establish a permanent trade mission in East Berlin may 
have the important consequence of setting a precedent for other African 
countries. 


The level of Bloc activity and influence in Guinea has remained 
Static since early 1962, reflecting in part Guinean efforts to bring 
its relations with the East and West into better balance. The Guinean 
rapprochement with France is well advanced, substantially increased 
Western aid is on the way, and Western private capital again indicates 
interest in investments in Guinea. 
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There were no major developments in Mali's economic relations with 
the Bloc. No new credits were extended, and the Bloc has shown no will- 
ingness to help Mali overcome its short-term financial difficulties. Ii 
France accedes to Mali's request to back its currency and to service ite 
foreign exchange needs, Bloc penetration of the economy will be cons ider- 
ably less effective. 


Poland extended to Moroceo a credit of $12 million to finance imports 
of capital equipment and made further progress in the construction cf a 
sugar beet refinery. The USSR continued shipments of arms and military 
equipment and exerted pressure on the Moroccan Government to allow it te. 
construct a shipyard at Tangier. 


The USSR moved steadily ahead with its economic aid program in *he 
Somali Republic and took the first steps involving military activities 
when it accepted 20 pilots and 30 maintenance personnel from the Somali 
Republic for training in the USSR. Implementation of Bloe credits las 
been confined largely to the final planning of projects; actual wort. 
is expected to begin on a number of undertakings in 1963. 


Sudan's relations with Bloc countries did not change significanitiy 
during the period under review, but recent political and economic de - 
velopments in the country may provide the Bloc with increased oppor: uni+ 
ties, Initial Sudanese inquiries for Western aid for the new 10-yeer 
economic development plan met with a less than enthusiastic response; 
if such aid is not forthcoming, the Sudanese may turn increasingly to 
the Bloc. 


During the second half of 1962, there was a serious prospect of 
Soviet military assistance for the Republic of the Congo. Predicated 
on the withdrawal of the UN, the USSR reportedly was prepared to surply 
military support sufficient to end Katanga's secession. The successful: 
UN military action in Katanga foreclosed this opening for the USSR, but’ 
future opportunities for Soviet penetration are likely to develop, as 
the problems of internal security and economic development can be ex- 
pected to be chronic. 


Asia 


During the last 6 months of 1962 the Bloc continued to make impcortart 
gains in Afghanistan and India, and there were increased possibilities 
of expanding its influence in Ceylon and Laos, 


No new Bloc credits were extended to Afghanistan, but the Soviet 
position improved because of continued activity on numerous economic aid 
projects, an extensive military aid and training program, and strong 
political support to the Afghans in the conflict with Pakistan. The 
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USSR did not hesitate to exploit Afghanistan's need for an export market 
by paying lower prices for Afghanistan's agricultural products and by 
pressuring for settlement of trade and aid accounts in hard currency 
earning exports, such as rugs and karakul. Soviet projects in oil ex- 
ploration and industry development, the construction of grain silos, and 
improvements in the city of Kabul continued on schedule. New trade pro- 
tocols were concluded with Poland and Czechoslovakia, and the continued 
influx of Soviet consumer goods insured the availability of local cur- 
rency to implement the Soviet aid program. 


The Sino-Indian border dispute in October 1962 did not noticeably 
affect Moscow's economic relations with India. In fact, following Soviet 
assurances of continued economic ties with India late in 1962, it appeared 
that the scope of Soviet economic involvement in India would increase. A 
protocol was signed to expand shipping between Soviet and Indian ports; 
by reciprocal arrangement, new consulates were established at Madras and 
Odessa; there were indications that Soviet-Indian cultural relations would 
continue to expand in 1963; and delivery of the MIG-21 aircraft that had 
been previously ordered by India from the USSR was assured, as were the 
facilities to manufacture them in India. The USSR continued to implement 
projects under old credit extensions, primarily in the fields of oil, 
steel, heavy machinery, and electric power. Expansion of the annual 
capacity of the Bhilai steel plant from 1 million to 2.5 million tons of 
steel ingots was initiated, and the Neyveli thermal electric power sta- 
tion in Madras State was inaugurated in August. Poland extended the 
only new Bloc credit during the period, $32.5 million for the develop- 
ment of the coal industry. Indian trade with the Soviet Bloc increased 
sharply during 1962, but trade with Communist China declined to negli- 
gible proportions. 


Settlement of the West Irian dispute with the Dutch in August 1962 
was a setback to the objectives of the USSR in Indonesia. In December, 
there were an estimated 1,560 Bloe personnel in Indonesia; 75 percent 
of the promised Soviet Bloc military equipment had been delivered; and 
the total Indonesian indebtedness to the Bloc was $825 million, of 
which more than $750 million was for military aid. With the threat of 
war over, the Indonesian Government turned to the West for food, raw 
materials, and spare parts and tried to persuade Moscow to defer and 
reschedule its debt repayment for arms. As the year ended, Indonesia 
was preparing to receive a Soviet economic delegation to discuss possi- 
pilities for rescheduling Indonesian payments over a period of 25 years. 
In the negotiation, Indonesia will be subjected to Soviet pressure for 
special political advantages for the Indonesian Communist Party and for 
an increase in trade with the Soviet Bloc, which had already increased 
in 1962. Work on a number of Bloc projects continued during the period. 
The Asian Games Stadium and a suberitical nuclear assembly for Gadjah 
Mada University were completed in the fall. 
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The Sino-Indian border conflict had reverberations in the bloc’. re. 
lations with two other Asian countries, Nepal and Pakistan. in Nepal, 
Communist China's aggression had a sobering effect on Nepalese offtirial: 
and resulted in restrictions on Sino-Soviet cultural and propaganda 
activities in Nepal. During the review period the Bloc made moderate 
progress on five of its six projects in Nepal, however, and suppliei 
some light aircraft and communications equipment. A special tradine 
corporation to market Bloc goods and thus raise local currency to fname 
Bloc projects also was established. 


Both Moscow and Peiping moved quickly to exploit Pakistan's ext:-eme 
sensitivity to US and British arms aid to India and also to support 
domestic political opposition to SHATO and CENTO. Conditions appeared 
favorable at the end of the year for increased Pakistani trade with botl 
Communist China and the USSR. Factors favorable to expanded culturnl 
and propaganda activities also existed, and there was a possibility of 
increased Soviet aid for oil exploration. 


A series of internal developments in Ceylon, centering mainly arounc 
political and economic instability, made conditions favorable for a fur. 
ther expansion of Bloc economic ties with that country. During the lasi 
6 months of 1962, Ceylon extended tts aid agreements with the USSR «nd 
Communist China for a further period of 5 years and made a rubber-r=ce 
payments agreement with Communist China. Ceylon's desire to contimie 
to receive cheap rice under the rubber-rice deal was primarily respon- 
sible for the country's failure to give any official support to India 
in its conflict with Communist China. Slow but steady progress was 
made on a number of Bloe projects. Trade increased substantially, 
chiefly because of deliveries of Soviet petroleum products, Chinese 
purchases of rubber, and deliveries of Chinese rice. During the first: 
8 months of 1962, Ceylonese imports from and exports to the Bloc each 
increased about 40 percent in comparison with the comparable period in 


1961. 


Burma continued its neutralist policy during the last 6 months cf 
1962, but its relations with Peiping remained close. A Soviet credit 
for an irrigation dam was extended in August. An agreement for the 
purchase on credit of 1,000 tractors from Czechoslovakia was signed, 
and Rumania extended an undetermined amount of aid for the recently 
nationalized Burmese petroleum industry. 


The de facto cease-fire in Laos transferred the Fast-West conflic 
to the political and economic sphere, and there were indications that 
the Bloc would use aid to influence the new Laotian Government. As of 
December 1962, Soviet aid included aircraft and aircraft techniciane, 
$3.9 million obligated for a dam, and an agreement to provide a hospital 
and a radio station. Peiping also extended $4 million for varicus 
projects, 
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There was relatively little Bloc activity in Cambodia during the 
period. Progress continued on the construction of a Soviet-built 
technological institute, but several Chinese.Communist projects proved 
to be highly uneconomic. 
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FOREWORD 


For purposes of this report, the term underdeveloped areas includes 
the following Free World countries: (1) ail independent countries in 
Latin America; (2) all countries in the Middle East, including Cypru:, 
Greece, the Syrian Arab Republic, Turkey, and the United Arab Republie 
(Egypt); (3) all countries in Africa except the Republic of South 
Africa; (4) all countries in South and Southeast Asie (including 
Afghanistan and Pakistan); and (5) Iceland, Portugal, Spain, and Yugo- 
slavia. 
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SINO-SOVIET BLOC ECONOMIC ACTIVITIES IN UNDERDEVELOPED AREAS 
1 JULY = 31 DECEMBER 1962 


Summary* 


Current Trends 


The decline in new Bloc economic aid extensions to underdeveloped 
countries since late 1961, particularly evident in the case of the USSR, 
continued into the second half of 1962. New credit extensions by Bloc 
countries during the latter period amounted to only $210 million, bring~ = 
ing the total for the year to $520 million, roughly half the annual =x- 
tensions in 1960 and 1961 and the lowest annual commitment since 1957. 
By the end of 1962, Bloc economic assistance commitments totaled $5.L 
billion. Only 27 percent, or $1.4 billion, of this amount thus far 1as 
been drawn. Drawings, which were relatively small during the early 
years of the program, have risen rapidly in recent years and amounted 
to a peak of almost $400 million in 1962. 


It is not possible to state with confidence the extent to which the 
reduction in new aid commitments is the result of (1) a decision by che 
USSR to lighten the burden of its own aid program in view of domestic 
economic difficulties and of the substantial backlog of unfulfilled 
commitments, (2) the adoption of a more selective approach, and/or 
(3) dwindling opportunities in newly emergent countries for agreements 
of the kind the USSR wishes to enter into. In this context it might 
be noted that the Soviet leadership has denied that there was any “eut- 
back" in its own aid program, pointing particularly to the increased 
expenditures represented by drawings under previous aid commitments. 


For the immediate future the over-all Bloe economic assistance 
effort can be expected to continue at least at its present magrii tude 
of about a half-billion dollars per year. If competing internsi Blo: 
economic demands and political pressures make more imperative an effort 
to achieve maximum influence with minimum expenditure of tight invesi- 
ment goods, then devices other than project aid for economic develop-- 
ment -- technical assistance, academic training, and military essistence 
programs -- can be expected to assume greater prominence. Over the 
longer run, Bloc aid may be expected to vary in accordance with the 
opportunities that arise, with the resources available, and -- perhaps 
most important -- with the evolving strategy of the Bloc with respect. 
to underdeveloped countries, 


* See the chart, Figure 1, following p. 12. 
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Economic and Military Aid 


The value of new economic credits furnished by the Bloc in the 
second half of 1962 declined by almost one-third from the previous 
6-month period. The European Satellites accounted for the major share 
of new Bloc aid for the first time since mid-1957, with a record level 
of almost $180 million of new credit extensions. The value of new aid 
extended by the USSR dropped precipitously, to $26 million. More than 
4O percent of the economic aid extended by the Bloc in the second half 
of 1962 went to the traditionally large aid recipients -- Cuba, India, 
and the United Arab Republic (UAR). The addition of Algeria and Laos 
brought the total number of countries receiving Bloc economic assist- 
ance to 31. 


During the second half of 1962 the USSR zoncluded new military aid 
agreements with India and possibly Yugoslavia and Yemen, bringing mini- 
mum total Bloc military aid extensions to underdeveloped countries to 
approximately $5.9 billion. Deliveries of military equipment to Cuba,* 
Ghana, Indpnesia, Iraq, and the UAR under previous agreements were 
accelerated during the period, raising drawings on Bloc arms aid to at 
least 85 percent of the total known extensions. 


Technical Assistance 


Of the 16,900 Bloc technicians in underdeveloped countries during 
the last half of 1962, 12,000 were economic technicians and 4,900 were 
military personnel. Reflecting the accelerated pace of Bloc military 
aid deliveries in recent years, the number of Bloc military technicians 
almost doubled during the period under review compared with an increase 
of only 25 percent in Bloc economic technicians. More than half the 
number of Bloc military personnel were located in Cuba and Indonesia, 
and almost three-fourths of the Bloc economic technicians were concen- 
trated in the six countries of Cuba, India, Iraq, the UAR, Guinea, and 
Afghanistan. 


During the last 6 months of 1962, about 8,050 nationals from under- 
developed countries enrolled in training programs in the Bloc -- the 
largest such increase since the inception of the program. Approximately 
6,750 initiated academic and technical training, and almost 1,300 en- 
rolled in Bloc military training programs. Reflecting the pattern of 
recent years, Indonesia and Cuba supplied most of the military trainees, 
Cuba and the UAR the bulk of the technical trainees, and Africa the 
largest share of academic trainees. 


¥* This report includes a preliminary estimate of Bloc military aid 
activities in Cuba. 
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Trade 


Sino-Soviet Bloc trade turnover with underdeveloped countries during - 
the first 6 months of 1962 reflected a trend evident since 1960 -- namely 
a rapid acceleration of Bloc trade with Cuba and a more moderate ine reas: 
in aggregate trade with all other underdeveloped countries. ‘The 27- 
percent increase in Bloc trade with underdeveloped countries in 19641 
over 1960 was small in comparison with the quadrupling of Bloc trade wit+ 
Cuba during the same period. Similarly, during the first half of 1952, 
Bloc trade with all underdeveloped countries, including Cuba, increased 
about 18 percent, rising to almost $1.9 billion, whereas Bloc trade with 
Cuba alone increased almost 60 percent. 


As a result of the increase in Bloc-Cuban trade, Bloc trade with Lats. 
America in the first half of 1962 increased about 3 percent compared with 
the first half of 1961. Elsewhere in Latin America, trade remained vela- 
tively stable with the exception of a moderate increase in Bloc-Braz iliai 
trade. Bloc trade with both Asia and Africa showed increases ot’ 12 and 
2) percent, respectively, whereas trade with the Middle East declined 
slightly, reflecting a decrease in Bloc trade with the UAR. Trade with 
the underdeveloped countries of Europe remained relatively stable, al- 
though Bloc-Yugoslav trade declined about 4 perent. 


The year 1961 brought some variations from former patterns in the 
commodity composition of Bloc trade with underdeveloped countries. 
Largely because of a sizable increase of Cuban sugar imports, Bloc 
imports of food products from underdeveloped countries doubled over 
the previous year and accounted for more than two-fifths of all Bloc 
imports from underdeveloped countries. Imports of cacao declined in 
1961, reflecting primarily a sharp decrease in Bloc imports of Ghana an 
cacao. Bloc imports of coffee continued to increase. The large pro - 
portion of crude materials in total Bloc imports, more than 40 percent, 
continued to be dominated by rubber and cotton, 


Among Bloc exports to underdeveloped countries, the share represented 
by machinery and transport equipment continued to increase, accountire 
for almost one-fourth of all Bloc exports in 1961. Manufactured goors 
remained the second most important category of Bloc exports to underve- 
veloped countries -- about 29 percent -- although their share in Bloc 
exports declined from 41 to 29 percent compared with the previous yeer. 
Petroleum and petroleum products continued to comprise an important part 
of Bloc exports, with Soviet exports of these products accounting for 
about 15 percent of the total Soviet exports to underdeveloped countries. 


Latin America 


During the latter half of 1962, Bloe economic activities in Latin 
America were concentrated largely on two different fronts. In duba 
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the USSR was interested in improving that country's economic situation 
in support of its roles as a Conmunist outpost in the Western Hemisphere 
and, for a time, as a Soviet military base. Elsewhere in Latin America 
the USSR emphasized a more normal development of economic relations by 
expanding trade and by granting development aid credits, particularly in 
Brazil. 


It is not yet possible to determine what effect the missile crisis 
has had on the attitudes of the Cubans themselves regarding long-term 
relations with the Bloc. Castro suffered a serious personal affront, 
first by being made to appear a tool of Soviet militarism in consenting 
to the dangerous move into Cuba and then by being excluded from the 
high-level East-West negotiations that vitally affected Cuba's future 
and that finally resulted in the withdrawal of the very weapons for 
which he had compromised his independence. Castro may react by adopt- 
ing a more independent political posture in regard to the USSR and 
attempting to recapture leadership of the revolutionary left within 
this hemisphere, much of which was estranged by his apparent subservi- 
ence to Moscow. 


Nevertheless, there is little that Castro can do to achieve eco- 
nomic independence from the Bloc, however much he may desire to reassert 
himself. With its growing import needs and its steadily declining ex- 
port capacity, Cuba is falling increasingly into debt in its trade with 
the Bloc. During 1962 its imports from the Bloc exceeded its exports 
by about $225 million. Bloc willingness to countenance this trade 
imbalance constituted its most important form of aid to Cuba, amounting 
to an ad hoc balance-of-payments loan. Next in terms of importance to 
the operation of the Cuban economy was the substantial number of Bloc 
technicians who were made available to Cuba to fill the gap left by the 
outflow of skilled technicians and managerial personnel alienated by 
the regime. 


Soviet plans apparently envisage Cuba's increasing its capacity to 
feed itself and provide its own most basic necessities rather than 
pressing ahead rapidly toward industrialization. Thus such projects 
as a new fishing port and training programs to develop Cuba's fishing 
industry and longer range irrigation and power projects appear to have 
been receiving emphasis. 


In Brazil, chronic weaknesses in the export sector of the economy, 
financial difficulties with Western lenders, and skyrocketing inflation 
prompted a new look at the possibilities of expanding economic relations 
with the Bloc on the part of both the Goulart government and the mem- 
bers of the business community. 
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A $70 million credit agreement signed with Poland represented an 
important innovation in Brazil's economic relations with the Bloc. 
Almost half the value of the credit was allocated for the construction 
of a 200,000-kilowatt (kw) thermal electric powerplant and for the 
purchase of 50,000 tons of railroad rails. Talks were underway con- 
cerning utilization of the balance, possibly for an aluminum ref‘iner, 
and a helicopter assembly plant. It also was rumored that Brasil was 
close to an agreement with the USSR for the construction of a $1 bil- 
lion hydroelectric project in the south and for a large-scale indus- 
trialization program in the depressed Northeast. 


The Brazilian Government has itself taken a series of moves de- 
signed to foster an expansion in Brazil-Bloc trade. At the top of 
the list was a campaign to secure ratification of the numerous trade 
treaties signed early in 1961 with most Bloc countries. ‘The govern- 
ment also was exploring the possibility of obtaining a multilateral 
payments clearing arrangement with Bloc countries such as was granted 
to Cuba so that credits to Brazil with the account of one Bloc count:y 
might be used to pay debts owed to another. Finally, negotiations 
were in progress at the year's end with the USSR on a broad new trade: 
and payments agreement to replace the agreement which expired in 
December. 


Bloc activity in Bolivia continued to be spearheaded by Czecho- 
Slovakia. Although a contract with Czechoslovakia for an antimony 
smelter was again stalled, the Czechoslovaks were pressing for accepi.- 
ance of an even more attractive proposal that involved free technica: 
assistance in developing Bolivia's sources of hydroelectric energy. 
Included in the offer were the preparation of an over-all plan for a 
power system, preparatory studies and surveys, the preparation of final 
engineering plans, and the establishment of a technical training center. 
Bolivia was not receptive to this offer, and no official action was 
taken. 


After more than 2 years of negotiations, Chile finally signed a 
contract to sell a small amount of copper to the USSR. Several saler 
by both govermment and private enterprises in Chile raised the total 
value of copper sales to the Bloc during the period to more than $3 
million. Weakening foreign trade prospects in markets of the Free 
World also stimulated Chilean interest in bilateral barter exchanges 
with the Bloc. A barter deal was concluded with Poland of 2 million 
liters of Chilean wine and 5,000 tons of fishmeal in exchange for 
1,500 tons of Polish butter. 
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Middle East 


The last half of 1962 witnessed the continued consolidation of 
Soviet Bloc positions in the Middle Fast and was highlighted by further 
deliveries of military aid, exploitation of the revolt in Yemen, and 
renewed attention to the Aswan High Dam project. In the Syrian Arab 
Republic, however, a reported Soviet offer to construct a dam on the 
Euphrates River was countered during the first few days of 1963 by an 
announcement that the West German Government had agreed to provide the 
financing and that France also may participate. 


Before the recent revolt in Iraq, Bloc influence and possibilities 
for further gains were stronger in that country than in any other area 
of the Middle East. In Baghdad the Soviet Enbassy maintained constant 
contact with Kassem's government and armed forces. Iraq sided with the 
USSR on all important international issues, and the USSR continued its 
support for Iraq's claim to Kuwait. Implementation of the 1959 eco- 
nomic aid agreement also was accelerated, and during the latter part of 
the year Kassem dedicated a number of new factories which had been 
built under Soviet aid. 


In the UAR, Nasser continued to maintain a balanced course between 
East and West, and there was a slight shift toward more friendly rela- 
tions with the United States. This shift stemmed from early US recog- 
nition of the republican government in Yemen and the need for types of 
economic aid not available from the Soviet Bloc. Soviet militery aid 
continued to be substantial. The major Bloc activity continued to be 
work on the Aswan High Dam. Increased concern that work was falling 
behind schedule resulted in vigorous efforts to speed up construction, 
including the replacement of both the Soviet and the UAR directors, 
the employment of some Western equipment as a result of Egyptian dis- 
satisfaction with some of that furnished by the USSR, and a great in- 
crease in the number of Egyptian and Soviet personnel assigned to the 
project. The UAR also received small credits from Hungary and Poland 
during October. 


Although the Bloc continued to maintain its presence in the Syrian 
Arab Republic through slow progress on varicus projects, the announce- 
ment during the first few days of 1963 that construction of the Euphrates 
Dam would be financed by West Germany and possibly France constituted a 
setback. Politically the Bloc made some progress. Pro-Communist and 
anti-Western elements which previously had been firmly suppressed by 
Nasser became increasingly vocal during 1962. 


The fall of the imamate in September created a climate in Yemen 


that offers the Bloc both prospects and problems in its drive to ex- 
pand Communist influence on the Arabian Peninsula. Before the end of 
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the imamate, both the USSR and Communist China reduced the tempo of 
their aid programs in Yemen, apparently deciding to wait for more 
propitious conditions before attempting the next advance. Both coun - 
tries quickly recognized and supported the new Yemen Arab Republic, 
and although details on renewed Soviet aid to Yemen were not available, 
assistance was being provided or was under consideration for Live 
projects. The commercial position of the USSR in Yemen, including its 
virtual monopoly as a supplier of certain products such as petroleum, 
continued to be important. 


Elsewhere in the Middle Kast, Soviet Bloc economic activity was 
relatively limited. Greece continued to be heavily dependent on Blow 
markets for its agricultural exports. Soviet relations with Iran 
improved markedly following an Iranian announcement that no foreign 
missile bases would be permitted on Iranian territory. Cultural. and 
educational exchanges between Iran and the USSR increased in number , 
and several general Soviet offers of economic assistance were Lollowe:d 
by reports that the Iranian Government was willing to discuss Iranian- 
Soviet collaboration in power and irrigation development, a Soviet 
offer to build grain silos, and an increase in trade. Bloc economic 
relations with Turkey remained relatively unchanged during the last 
6 months of 1962 although a Soviet-assisted glass factory was finalls 
completed in October. 


Africa 


Bloc activities in Africa continued to inerease in the last half of 
1962, with major attention focused on new diplomatic, cultural, trade, 
scientific, and technical cooperation agreements. Especially notewo: thy 
in this connection were such agreements reached with Nigeria, Tanganyika, 
and the UAM* states. In the southern third of Africa, there has beer an 
increase in Bloc efforts to stimulate and support nationalist forces to 
open opportunities for penetration. Particularly important in this 
context has been the establishment of a Bloc diplomatic presence (but, 
interestingly enough, no economic aid presence) in the Tanganyikan 
capital, Dar-es-Salaam, which is a major point of contact with southern 
African nationalist groups and a transit point for African students 
going to the Bloc. New aid commitments, on the other hand, were mini- 
mal during the period. 


The number of Bloc economic technicians employed in Africa increased 
by about 600 during the last half of 1962 (4O percent accounted “or by 
newly independent Algeria), and the number of African students in the 
Bloc increased by almost 80 percent. Also notable has been an Lucrease 
in Chinese Communist economic and cultural activity in both East and 


* See the footnote on p. 52, below. 
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West Africa. There was a significant development of shipping services 
to Africa and a partly successful effort to expand eivil air routes. 
Shipping services from Bloc Baltic ports to West Africa increased, and 
Polish and East German lines began regularly scheduled service to a 
number of East and South African ports. 


In spite of the initial advantage gained as a result of support 
for Algerian nationalism during the independence struggle, the Bloc 
did not move rapidly to consolidate its position of influence. Much 
of the cirecumspection manifested by the Bloc may have been induced by 
the confusion resulting from the struggle for power among the Algerian 
nationalist leaders. Several Bloc countries, however, have established 
diplomatic relations and made offers of economic assistance. Recogniz- 
ing the important role of the military in the country, the Bloc can be 
expected to exploit opportunities through military assistance. 


The close of 1962 saw a continued high level of Soviet Bloc eco- 
nomic activity in Ghana, in spite of occasional friction in day-to- 
day relations. Studies and surveys for a number of Bloc projects were 
either completed or initiated during the last 6 months. Nkrumah's 
decision to establish a permanent trade mission in Fast Berlin may 
have the important consequence of setting a precedent for other African 
countries. 


The level of Bloc activity and influence in Guinea has remained 
static since early 1962, reflecting in part Guinean efforts to bring 
its relations with the East and West into better balance. The Guinean 
rapprochement with France is well advanced, substantially increased 
Western aid is on the way, and Western private capital again indicates 
interest in investments in Guinea. 


There were no major developments in Mali's economic relations with 
the Bloc. No new credits were extended, and the Bloc has shown no will- 
ingness to help Mali overcome its short-term financial difficulties. 

If France accedes to Mali's request to back its currency and to service 
its foreign exchange needs, Bloc penetration of the economy will be 
considerably less effective. 


Poland extended to Morocco a credit of $12 million to finance 
imports of capital equipment and made further progress in the construc- 
tion of a sugar beet refinery. The USSR exerted pressure on the 
Morocean Government to allow it to construct a shipyard at Tangier. 


The USSR moved steadily ahead with its economic aid program in the 
Somali Republic. Implementation of Bloc credits has been confined 


largely to the final planning of projects; actual work is expected to 
begin on a number of undertakings in 1963. 
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Sudan's relations with Bloc countries did not change significantly 
during the period under review, but recent political and economic de- 
velopments in the country may provide the Bloc with increased oppor- 
tunities. Initial Sudanese inquiries for Western aid for the new 
10-year economic development plan met with a less than enthusiastic 
response; if such aid is not forthcoming, the Sudanese may turn in- 
creasingly to the Bloc. 


During the second half of 1962, there was a serious prospect. of 
Soviet military assistance for the Republic of the Congo. Predicated 
on the withdrawal of the UN, the USSR reportedly was prepared to sup- 
ply military support sufficient to end Katanga's secession. The suc-~ 
cessful UN military action in Katanga foreclosed this opening tor the 
USSR, but future opportunities for Soviet penetration are likely to 
develop, as the problems of internal security and economic development 
can be expected to be chronic. 


Asia 


During the last 6 months of 1962 the Bloc continued to make im- 
portant gains in Afghanistan and India, and there were increased 
possibilities of expanding its influence in Ceylon and Laos. 


No new Bloc credits were extended to Afghanistan, but the Soviet 
position improved because of continued activity on numerous economic 
aid projects, an extensive military aid and training program, and 
strong political support to the Afghans in the conflict with Pakistan. 
The USSR did not hesitate to exploit Afghanistan's need for an expor’. 
market by paying lower prices for Afghanistan's agricultural producte 
and by pressuring for settlement of trade and aid accounts in hard 
currency earning exports, such as rugs and karakul. Soviet projects 
in oil exploration and industry development, the construction of sracn 
silos, and improvements in the city of Kabul continued on schedule. 
New trade protocols were concluded with Poland and Czechoslovakia, ard 
the continued influx of Soviet consumer goods insured the availability 
of local currency to implement the Soviet aid program. 


The Sino-Indian border dispute in October 1962 did not noticeably 
affect Moscow's economic relations with India. In fact, following 
Soviet assurances of continued economic ties with India late in 1962, 
it appeared that the scope of Soviet economic involvement in India 
would increase. A protocol was signed to expand shipping between 
Soviet and Indian ports; by reciprocal arrangement, new consulates 
were established at Madras and Odessa; there were indications that 
Soviet-Indian cultural relations would continue to expand in 1963; and 
delivery of the MIG-21 aircraft that had been previously ordered by 
India from the USSR was assured, as were the facilities to manufacture 
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them in India. The USSR continued to implement projects under old 
eredit extensions, primarily in the fields of oil, steel, heavy 
machinery, and electric power. Expansion of the annual capacity of 
the Bhilai steel plant from 1 million to 2.5 million tons of steel 
ingots was initiated, and the Neyveli thermal electric power station 
in Madras State was inaugurated in August. Poland extended the only 
new Bloc credit during the period, $32.5 million for the development 
of the coal industry. Indian trade with the Soviet Bloc increased 
sharply during 1962, but trade with Communist China declined to negli- 
gible proportions. 


Settlement of the West Irian dispute with the Dutch in August 1962 
was a setback to the objectives of the USSR in Indonesia. With the 
threat of war over, the Indonesian Government turned to the West for 
food, raw materials, and spare parts. Work on a number of Bloc projects 
continued during the period. The Asian Games Stadium and a subcritical 
nuclear assembly for Gadjah Mada University were completed in the fall. 


The Sino-Indian border conflict had reverberations in the Bloc's 
relations with two other Asian countries, Nepal and Pakistan. In 
Nepal, Communist China's aggression had a sobering effect on Nepalese 
officials and resulted in restrictions on Sino-Soviet cultural and 
propaganda activities in Nepal. During the review period the Bloc 
made moderate progress on five of its six projects in Nepal, and a 
special trading corporation to market Bloc goods and thus raise local 
currency to finance Bloc projects also was established. 


Both Moscow and Peiping moved quickly to exploit Pakistan's extreme 
sensitivity to US and British arms aid to India and also to support 
domestic political opposition to SEATO and CENTO. Conditions appeared 
favorable at the end of the year for increased Pakistani trade with 
both Communist China and the USSR. Factors favorable to expanded cul- 
tural and propaganda activities also existed, and there was a possi- 
bility of increased Soviet aid for oil exploration. 


A series of internal developments in Ceylon, centering mainly 
around political and economic instability, made conditions favorable 
for a further expansion of Bloc economic ties with that country. Dur- 
ing the last 6 months of 1962, Ceylon extended its aid agreements with 
the USSR and Communist China for a further period of 5 years and made 
a@ rubber-rice payments agreement with Communist China. Ceylon's desire 
to continue to receive cheap rice under the rubber-rice deal was pri- 
marily responsible for the country's failure to give any official 
support to India in its conflict with Communist China. Slow but steady 
progress was made on a number of Bloc projects. Trade increased sub- 
stantially, chiefly because of deliveries of Soviet petroleum products, 
Chinese purchases of rubber, and deliveries of Chinese rice. During 
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the first 8 months of 1962, Ceylonese imports from and exports to the: 
Bloc each increased about 4O percent in comparison with the comparabie 
period in 1961. 


Burma continued its neutralist policy during the last 6 months or 
1962, but its relations with Peiping remained close. A Soviet credit: 
for an irrigation dam was extended in August, and an agreement for the 
purchase on credit of 1,000 tractors from Czechoslovakia was signed. 


The de facto cease-fire in Laos transferred the East-West conflict 
to the political and economic sphere, and there were indications that 
the Bloc would use aid to influence the new Laotian Government. As cf 
December 1962, Soviet aid included aircraft and aircraft technicians, 
$3.9 million obligated for a dam, and an agreement to provide a hospital > 
and a radio station. Peiping also extended $4 million for various 
projects. 


There was relatively little Bloc activity in Cambodia during the 
period. Progress continued on the construction of a Soviet-built 
technological institute, but several Chinese Communist projects proved 
to be highly uneconomic. 
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BLOC ECONOMIC ACTIVITIES IN UNDERDEVELOPED AREAS 
Selected Years, 1954-62 


BLOC ECONOMIC ASSISTANCE 
TO UNDERDEVELOPED COUNTRIES, 1954-62 
Million US Dollars 


BLOC MILITARY AID . 
TO UNDERDEVELOPED COUNTRIES. 19552** { 


eo deca 


Million US Dollars 


1,200 ae 1,200 


3 communist China 
TJ Satellites 
HER ussr 


800 


400 400 


| 


1954 1955 1956 1957 1958 1959 1960 1961 1962 a: 1955 1956 1957 1958 1959 1960 1961 196: : 


BLOC ECONOMIC : STUDENTS 
AND MILITARY TECHNICIANS FROM UNDERDEVELOPED COUNTRIES 
IN UNDERDEVELOPED COUNTRIES, 1955-62 i TRAINED IN THE BLOC, 1956-62 
. Thousand Technicians : Fe Thousand Students 


30 30 


= 25 


20 


a 


EaTimaTgo gf 


1959 1960 1961 1962 


1955 1956 1957 1958 1959 1960 1961 1962 


ee 1956 


USSR TRADE WITH SELECTED : SELECTED UNDERAEULIChes coun: 
UNDERDEVELOPED COUNTRIES, 1954-62 i 1954-62 
Million US Dollars : 


1,000 


M illion US Dollars 


. 1,000 


IMPORTS IMCORTS = = 
eno EXPORTS | 00 EX“ORTS | 
600 / : 600 
400 . 400 . 
200 |: 200 
0 i : i : : Me mast 3 0 4 
1954 1955 1956 1957 1958 1959 1960 1961 1962* noe 1954 1955 1956 1957 1958 1959 1960 1961 1962" 
*First & manths of 1962 at-aneanual rote SECR: 
37092 2-63 3 


**Since Bloc Military Assistance‘ior some countries cannot 


Approved For Réieagé' 2006702707 Cie RDP92B01090R000400010013°7 ~ 


25X1 Approved For Release 2006/02/07 : CIA-RDP92B01090R000400010015-7 


Next 84 Page(s) In Document Exempt 


Approved For Release 2006/02/07 : CIA-RDP92B01090R000400010015-7 


